Mayoral Report 

Introduction 


It is of a great pleasure to table before the Council of uMzumbe Municipality 
the Final Annual Budget for 2010/2011 financial year, in terms of section 
53(l)(a) and (c)(i) of the Municipal Finance Management Act, No. 56 of 2003. 

This budget incorporates the presentations of the communities during the 
Integrated Development Planning (IDP) review for the budget year. 

Budget Highlights 

The budget for uMzumbe municipality has been prepared by considering all 
National Key Performance Areas (KPA’s), the infrastructural backlogs within 
the jurisdiction areas of uMzumbe Municipality, the level of poverty facing the 
communities of uMzumbe municipality, the challenges facing uMzumbe 
municipality to strengthen Service Delivery and any other challenges facing 
uMzumbe municipality. 

The income budget 

The available resources to satisfy the unlimited needs of the communities are 
limited. Therefore it required us as uMzumbe municipality to prioritize during 
the preparation of our annual budget. It is also evident that uMzumbe 
municipality is grant dependent, which even making worse the issue of 
available resources to satisfy the needs of our communities. 

The total income budget for 2010/11, 2011/2012 and 2012/2013 financial years 
is as follows: 

2010/2011 = R 86,829,000 

2011/2012 = R 99,207,320 

2012/2013 = Rill, 697, 705 

The operating budget 

The available resources have been appropriated to fund the operating 
expenditure. The operating expenditure includes institutional support, other 
administration costs and special programmes for the budget year and two outer 
years as follows: 


Description 

2010/2011 

2011/2012 

2012/2013 

Operating 

expenditure 

R53,169,000 

R62,876,000 

R72,460,000 




The capital budget 


Other financial resources have been allocated to the capital expenditure. It is 
known from the fact that infrastructural services, development and other capital 
projects are the driving forces of the service delivery. The allocations have been 
appropriated to fund the capital expenditure as follows: 


Description 

2010/2011 

2011/2012 

2012/2013 

Capital 

Expenditure 

R33,660,000 

R36,332,000 

R39,238,000 


The Service Delivery and Budget Implementation Plan (SDBIP) 

The SDBIP for each department of the municipality for 2010/2011 is expected 
to be approved within 28 days after the final approval of the budget. Each 
department will then be required to report on the SDBIP on a quarterly basis in 
the form of performance evaluation. 

The performance agreements of section 57 employees 

The performance agreements of all section 57 employees are expected to be 
signed and made public no later than 14 days after the approval of the 
municipality’s SDBIP. 

Conclusion 


I would like to appreciate the support of all senior management, staff members, 
councilors, ward committees and special programes co-ordinators for the effort 
they have made to ensure the success of our final budget compilation and 
presentation to Council. 

We commit ourselves as uMzumbe municipality that Service Delivery for our 
communities will be done effectively and in a manner that ensures ” BETTER 
LIFE FOR ALL ’ ’ is achieved. 

Recommendation 


The Council approves the 2010/2011 Final Annual Budget. 
I thank you. 


COUNCILLOR ST GUMEDE 

THE MAYOR OF UMZUMBE MUNICIPALITY 
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2. BUDGET RELATED RESOLUTIONS 

In terms of section 17(3) of the Municipal Finance Management Act; No. 56 
of 2003 states “ When an annual budget is tabled in terms of section 16(2), it 
must be accompanied by the following documents”: 

(a) Draft resolutions — 

(i) Approving the budget; 

(ii) Imposing any municipal tax and setting any municipal tariffs as may be 
required for the budget year; and 

(iii) Approving any other matter that may be prescribed. 

(b) Measurable performance objectives for revenue from each source and for 
each vote in the budget, taking into account the municipality’s Integrated 
Development Plan (IDP). 

(c’) A projection of cash flow for the budget year by revenue source, broken 
down per month; 

(d) Any proposed amendments to the municipality’s Integrated Development 
Plan following the annual review of the Integrated Development Plan in 
terms of section 34 of the Municipal Systems Act; 

(e) Any proposed amendments to the budget related policies of the 
municipality; 

(f) Particulars of the municipality’s investments; 

(g) Any prescribed budget information on municipal entities under the sole or 
shared control of the municipality; 

(h) Particulars of all proposed new municipal entities which the municipality 
intends to establish or in which the municipality intends to participate; 

(i) Particulars of any proposed service delivery agreements, including the 
material amendments to existing service delivery agreements 

(j) The proposed cost to the municipality for the budget year of the salary, 
allowances and benefits of — 

(i) Each political office-bearer of the municipality; 

(ii) Councillors of the municipality; and 

(iii) The Municipal Manager, the Chief Financial Officer, each senior 
manager of the municipality and any other official of the municipality having 
a remuneration package greater than or equal to that of a senior manager. 

(k) Any other supporting documentation as may be prescribed. 
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3. THE BUDGET 


The zero and activity based approach has been followed to compile the 
2010/2011 budget for uMzumbe Municipality. 

The following National Key Performance Areas (KPAs) have been taken into 
cognizance in order for uMzumbe Municipality to align with the strategies of 
our democratic government of South Africa: 

(a) Infrastructure and Services; 

(b) Social and Economic Development; 

(‘c) Institutional Transformation; 

(d) Democracy and Sound Governance; and 

(e) Financial Management. 

The above KPAs have been taken in account in order of our people’s 
priorities as outlined in our Integrated Development Plan (IDP). The 
allocations have been made to address the development that will have a 
positive impact in the lives of the communities within the jurisdiction areas 
of uMzumbe Municipality. 

3.1. EXECUTIVE SUMMARY 

The Final budget for 2010/2011 will be taken to the community of all our 
ward clusters to comment on. The community participation will be done in 
terms of section 16 of the Municipal Systems Act, No. 32 of 2000. This will 
also be done in accordance with one of the eight principles put forward by 
Batho Pele as outlined in the White Paper on Transforming Public Service 
Delivery, which is the consultation meaning that citizens should be consulted 
about the level and quality of public service they receive, and, where possible 
should be given a choice about the services which are provided. 

The outcome of the consultative process reflects what the community of 
uMzumbe Municipality needs. The reprioritization was done by the 
municipality taking into account their comments. 

The Local Economic Development (LED) to fight poverty within our area 
has been taken into consideration as well as the tourism promotion. 

The past and the current performance, the achievements and challenges 
affecting our municipality have been taken into consideration. 

The service delivery standards, levels of services, outcomes, timetable for 
achievement and financial implications will be taken into consideration in the 
form of Service Delivery and Budget Implementation Plan (SDBIP) for 
2010/2011 financial year for each department within the municipality to 
enhance the service delivery to our people. 
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The free and subsidized basic services (social package) and financial 
implications have been taken into account. 

The financial viability and the sustainability of the municipality have been 
taken into account. 

The amendments to the IDP and developed budget related policies have been 
taken into account. 

3.1.1. Operating Revenue 

The total operating revenue for 2010/2011 financial year is expected to be 
R86,829,000 for 2011/2012 financial year R99,207,320 for 2012/2013 
financial year R111697,705. The sources of our operating revenue are as 
follows: 


Description 

2010/2011 

2011/2012 

2012/2013 

Government 
Grants and 

Subsidies 

R83,635,000 

R95, 570,000 

R107, 706,000 

Interest from 

investments 

R400,000 

R500,000 

R550,000 

Tender Sales 

R65,000 

R70,000 

R75,000 

VAT Refund 

Rl, 000, 000 

Rl, 200, 000 

Rl, 350, 000 

Rates Income 

Rl, 729, 000 

Rl, 867, 320 

R2, 016, 705 

TOTAL 

R86,829,000 

R99,207,320 

Rill, 697, 705 


These revenue categories are appropriated to the expenditure in the form of 
Operating Expenditure and Capital Expenditure. 

3.1.2. Operating and capital expenditure 

The municipality is striving to appropriate the available revenue into Capital 
and Operating expenditure. The Operating expenditure and Capital 
expenditure for 2010/2011 is R53, 168,591 and R33, 660,409 respectively. 

3.1.3. National Key Performance Areas (KPA’s) 

The prepared budget of uMzumbe municipality has considered the following 
National KPA’s. 

3. 1.3.1. Infrastructure and Services 

The backlog on the infrastructural services, such as Electricity, Water, and 
Roads within uMzumbe is very high. Therefore the municipality is 
committed in its 2010/2011 financial year to address these issues to eliminate 
the above backlog. The budget is therefore allocated as follows: 
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Electricity 


The electrification at the jurisdiction areas of uMzumbe municipality is a 
challenge, due to the fact that, the power supply capacity is very weak 
pending the Power Station to be built in Kenterton in future years. This is the 
challenge that is facing our Electricity Supply Commission (ESKOM) in 
South Africa. 

However, the municipality is committed to supply the community with the 
alternative energy such as fire gel within uMzumbe. Therefore the budget for 
electricity is as follows: 


Description 

2010/2011 

2011/2012 

2012/2013 

Supply of Gel 

Rl, 000, 000 

Rl, 080, 000 

Rl, 166,400 

Electricity 

R3, 200, 000 

R3, 456, 000 

R3, 732,480 

TOTAL 

R4, 200, 000 

R4, 536,000 

R4, 898, 880 


Roads and Bridges 

The accessibility problems and the poor conditions of the roads within the 
areas of uMzumbe Municipality are very high. Therefore the municipality 
has allocated the following to address this issue: 


Description 

2010/2011 

2011/2012 

2012/2013 

Roads 

R27,278,409 

R29, 460682 

R31,817,536 


3. 1.3. 2. Social and Economic Development 
Local Economic Development (LED! 

The South African Government has committed itself to combat poverty and 
unemployment. Therefore uMzumbe municipality also commits itself to 
combat poverty and unemployment to support the objectives of South 
African Government. It is evident that the people of uMzumbe are living 
below the poverty income level due to the high level of unemployment. In 
order to alleviate poverty within the jurisdiction areas of uMzumbe 
Municipality, the following has been allocated in 2010/2011 budget: 


Description 

2010/2011 

2011/2012 

2012/2013 

SMMEs 

Development 

350,000 

378,000 

408,240 

Co-operatives 

Development 

300,000 

324,000 

349,920 

Community 

Gardens 

220,000 

237,600 

256,608 
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Art and Craft 

200,000 

216,000 

233,280 

Sustainability of 

on-going projects 

225,000 

243,000 

262,440 

Art and culture 

350,000 

378,000 

408,240 

Small farmers 

programme 

100,000 

108,000 

1116,640 

TOTAL 

1,745,000 

1,884,600 

2,035,368 


Tourism Promotion 


The areas within uGu District are more attractive to the tourists. In order to 
ensure that our municipality is participating towards the promotion of 
tourism, the following allocations have been made in 2010/2011 budget: 


Description 

2010/2011 

2011/2012 

2012/2013 

Tourism 

Promotion (i.e. 
Ntelezi Msane) 

400,000 

432,000 

466,560 


Social Development or Special Programmes 

UMzumbe Municipality is committing itself to the social development of the 
people residing within the jurisdiction areas of uMzumbe. Therefore the 
allocation has been made to the following special projects to address the issue 
of social development: 


Description 

2010/2011 

2011/2012 

2012/2013 

Youth 

programmes 

700,000 

756,000 

816,480 

Disability 

programmes 

300,000 

324,000 

349,920 

HIV and AIDS 
Programmes 

350,000 

378,000 

408,240 

Vulnerable 

children 

850,000 

918,000 

991,440 

Senior Citizens 
Programmes 

200,000 

216,000 

233,280 

Gender 

Programmes 

250,000 

270,000 

291,600 

Poverty 

Alleviation 

Programme 

300,000 

324,000 

349,920 

Disaster 

Management 

125,000 

135,000 

145,800 

Burial Support 

for Indegent 

100,000 

108,000 

116,640 

Ward Committees 

400,000 

432,000 

466,560 
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Mayoral Bursary 
Fund 

250,000 

270,000 

291,600 

Mayors Fund 

450,000 

486,000 

524,880 

NGO’s 

Programes 

200,000 

216,000 

233,280 

TOT AT 

4,475,000 

4,833,000 

5,309,640 


Housing 

The municipality in this case, acts as a development agency whereby the 
entire funding comes from the Department of Housing. Therefore the 
municipality will not make any allocation to fund the housing projects. The 
housing projects within the areas of uMzumbe Municipality are underway. 

3.2 ANNUAL BUDGET TABLES 

Attached are the annual budget tables namely: 

a) Table A1 Summary 

b) Table A2 Budgeted Financial Performance ( revenue and expenditure 
by standard classification) 

c) Table A3 Budgeted Financial Performance ( revenue and expenditure 
by municipal vote) 

d) Table A4 Budgeted Financial Performance ( revenue and expenditure) 

e) Table A5 Budgeted Capital Expenditure by vote, standard 
classification and funding 

f) Table A6 Budgeted Financial position 

g) Table A7 Budgeted cash flow 

h) Table A8 Cash backed reserves/accumulated surplus reconciliation 

i) Table A9 Asset Management 

j) Table A10 Basic Service delivery measurement 

4. SUPPORTING DOCUMENTATION 
4.1. Budget Process Overview 

Critical to the development of a credible budget are: the manner in which the 
strategic planning process is integrated; the input of policy directions; and 
consultation with the community and other stakeholders. 


The Final 2010/2011 annual budget is planned to be tabled before the Full 
Council by 31 May 2010which is 30 days before the start of the budget year. 

4.2. Integrated Development Plan Overview and Amendments 

Each year the IDP is reviewed as required by the Municipal Systems Act and 
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Municipal Finance Management Act. This will entail the following: 

Vision of the municipality; 

Strategic focus areas; 

Long term goals or outcomes of the community; 

Reference to the alignment with National, Provincial and District Plans; 
Summary of medium-term objectives or outputs; 

Reference to the measurable performance objectives; 

Description of the prioritization systems used for allocating resources to 
objectives; 

Amendments to the IDP; reference to the consultative process undertaken to 
review the IDP and tables showing the link between the IDP and the budget. 

4.3. Budget Assumptions 

The budgets are prepared in an environment of uncertainty. To prepare the 
meaningful budgets, assumptions need to be made about the internal and 
external factors that could influence the budget. 

Therefore the following assumptions have been made to compile the 
2010/2011 annual budget for uMzumbe municipality: 

The population of the people living within the area of uMzumbe 
municipality; 

The development of businesses within the areas of uMzumbe municipality; 

The general inflation outlook and its impact on the municipal activities; 

The unemployment rate facing uMzumbe municipality; 

The backlogs on the infrastructural services facing uMzumbe municipality; 

The ability to the municipality to spend and deliver on the programmes; 

The change in the organizational structure of the municipality; 

The interest rates for investment of funds; 

Salaries increase of 8.5% ( i.e. average CPI from February 2009 to 31 
January 2010 plus 1.5% ) 
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4.4. Funding the Budget 
Fiscal Overview 


The review of the following has been done as they are considered critical to 
the budget preparation: 

The financial performance; 

The projection of long term financial outlook; and 
The financing and funding arrangements. 

The Division of Revenue Bill introduced in the National Assembly and 
published in the Government Gazette has been reviewed to determine the 
National Allocations to uMzumbe municipality from 2010/2011 to 
2012/2013 financial year. 

The KZN budget statement has been reviewed to determine the Provincial 
Allocations to uMzumbe Municipality from 2010/2011 to 2012/2013 
financial year. 

The financial challenges facing uMzumbe Municipality as a result of grant 
dependence have also been taken into account. This is because the 
municipality’s source of funding, are the grants only. 

The municipality is currently not in a position to raise the external loans due 
to the lack of affordability to repay the installments. 

4.5. Disclosure on Salaries. Allowances and Benefits 

In order to ensure that the human capital of the municipality is strengthened, 
the total costs to the municipality for the salaries has been budgeted as 
follows: 


Description 

2010/2011 

2011/2012 

2012/2013 

Staff salaries 

17,712,000 

19,129,000 

20,659,000 

Councilors 

Remuneration 

8,362,000 

9,031,000 

9,753,000 

TOTAL 

26,074,000 

28,160,000 

30,412,000 


4.6. Monthly Cash Flows 

The monthly cash flows will form part of the final budget. This allows the 
municipality to manage its cash flows and plans for the events in advance. It 
will be ensured that the overdrafts are discouraged. 
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4.7. Measurable Performance Objectives 


The measurable performance objectives will be converted into quarterly 
targets for the Service Delivery and Budget Implementation Plan (SDBIP). 

The measurable performance objectives will be audited in terms of annual 
performance report required by Municipal Systems Act. The municipality 
will improve these measurable indicators and make them more relevant to 
actual deliverables required by the Council. 

The performance contracts of all section 57 employees for 2010/2011 
financial year will be compiled and aligned to the SDBIP. 

4.8. Disclosure on the Implementation of the Municipal Finance Management 
Act IMFMAj 

The municipalities are required to comply with the MFMA in all material 
respect. Therefore uMzumbe municipality is committed to comply with this 
Act. The compilation of delegations of authorities is in progress which will 
inform the Implementation of the MFMA. 

4.9. Summary of detailed capital plans 

The detailed capital plans is in a process of being compiled which will be 
aligned to the National and Provincial Sector Plans. These plans will reflect 
the following: 

Information by programme and municipal ward; 

Municipal Infrastructure Grant (MIG) sector priorities (e.g. water, electricity, 
roads etc); 

Total capital cost over the life of the programme; 

Future financial and non-financial implications; and 
The source of funding for the capital programme. 
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